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SEC Goes to Court Seekmg to S

By Nancy'L Ross =" ™ ™wim = s -
Woshingion Fost StoH Writer . el -

In another in a seres of. cases- mvolvmgj
government regulztion of the ﬁnancan press,”
the Securities and .Exchange _ Comm:ss;on-

moved last week to try to shut down the in-

vestment. advisory. newsletter “Investrn 't'._

Intelligence,” published in Woodbndge\' >

The SEC charges that_ lmestment Intel-

l'gence has operzted since January without =,

bemg registered with the 2gency, a violation’ | -

~4

of the Investment Advisors Act of 1940. The -
SEC is ':eekmg 2 permanent injunction in fed- -

eral court in Alexand-ia to halt publication

without reg:\trahon A }‘eanng wﬂ] be he]d
Oct. 17. JO

At the same time, Lhe SEC is pusung an
administrative action to deny registration on
the grounds of freud. It alleges that Imest-
ment Intelligence contained’ “untrve, decep-

live and misleading stziements of matenal’

facts . . . to clents and prospecnve clients.”
Action is set for Nov. 5.- ’

‘ ine comp‘Lm charges that Investment

Iotel igence {

alsely claimed that it had been m

business for two vears znd that it had an 84

pErcent success rate in picking winning in-

vestments. In fact, the SEC alleges, Invest-. -

ment Intelhgence had no track record at a]l

~jalse1v .thatZht--had. an
- board c compose& of ntelligence pro- ;

such as the Central lme.hgence Agencv znd”
the National Security Agencv A spokesman

for the regional SEC office said the publica-
- tion. listed “specific names on the board of
" advisors, some of which were fictitious and
some of which were pseudonyis for e\nstmg.’

peop]e But the rea] people had never gwen
their permission for the use of their nzmes.”
The spokesman zdded that Investment In-
telbgence specizlizes in recommending stocks
that zre defense-relzted or that couwd be zf-
fected by internztional events, such as strz-
tegic metals. He seid the experts on the
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¥
ccordmg to- the SEC Investment
"~ Intelligence=2lso: al}eged]y cla:medd
adwsory—:- :

g fessionals former]y “zfAlizied with agencies’

_-and the SEC’s ability to censor.”
" vice of his attorney, Smith declired to com-
- ment on the agency’s allegations.

"e Neﬂx Sletter

board uere SLpDOS&d]y knov. edgeab]e

- enough about world situations to zlert invest- . .
_ors to act before events m‘fecteq market -

_-,-'pnces.
..".‘Briap. Wamer Smnb 41 of Woodbridge,

" his parther Patrick William Hope Garrard of ~

mt Down

b wbo publishes Investment Intelligence with |

: ]\ew York City, says the actions “seem to .

raise important First Amendment issues that

. .need to be au)umcated‘%censmg of the press

___ The monthly newsletter is published b}
partnership known 2s Financial News Asso-
ciates, which does business in Woodbridge as
the Center for Strategic Investing. Garrard is

. & professional copywriter and Smith is pub-
lisher of Personal Finance, a registered in-
vestment letter whose 200,000 circulztion
makes it the largestin the country, zccording
to Smith. Personal Fisance is published by
- KCI Publications in Ross]m, which is owned
by Capn‘z] ‘Publications, of which S'n_m is a

major stockholder. Smith Gescribed himself
.2s.2 bLsmessm.an and said he had no financial .

“education or experience as z stock znalyst.

* The SEC regionz] office stzted tha: Smith
“and Garrard began advertising Investment
- Intelligence lest December 2nd sent out 1.6

million fliers. They sold 39,000 subscriptions .
‘ -at $39 2 year, for a total of $1.2 _nilbon. The :
. spokesman added that.the pair had directed -

- On the ag--

+ $369, OOO of that money to themselves or: to~

compames the) owned. .

The issue of the SEC’s power.over ﬁnancxal
. pubhcatzons is expected to be tested in the
-~ Supreme Court. New York publisher Chrs-
- topher L-Lowe, who has been convicted of
__seu:ral ﬁnr_ncxal related crimes, lost 2 dedi-
~ sion earlier- -this year agamst the SEC in fed-
.e"al appeals court there: e T
"The SEC had révoked his regstrcLon and

TR evunes

|

jfwhen Lowe continued to publish, the agency |

" sought an injunction to stop him. The 2ppe}-
~late court ruled that SEC Ncensing was 2
“permissible regulation of economic activity,”

~ like the hcensmg of z phxs;c;an or lawver.




